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ANNUAL REPORT TO THE SHAREHOLDERS 


TO: THE SHAREHOLDERS 

The Board of Directors is pleased to present the following report which, with the accompanying 
consolidated financial statements, summarizes the activities of Western Supplies Limited and its sub- 
sidiaries for the fiscal year ended January 31, 1974. 


OPERATING RESULTS 

During the year both sales and profits attained record levels with Western Canada making a par- 
ticularly significant contribution to the excellent results. Consolidated net earnings after provision for 
depreciation and taxes amounted to $1,748,631 as compared with $806,476 for the preceding year. Earnings 
available for dividends on the Class A and Class B shares amounted to $6.47 per share as compared with 
$2.99 in the preceding year. The regular dividend of 75¢ per share, together with an extra dividend of 
25¢ per share, were declared on the Class A shares and earnings available to pay this dividend amounted 
to $14.57 per share as compared with $6.72 the previous year. Dividends totalling $1.00 per share were 
also declared on the Class B shares. As the Company elected to pay the 15% tax on a portion of its 1971 
undistributed income on hand the dividends on both the Class A and Class B shares were tax free. 


EXPANSION 

During the year new branches were opened in Richmond and Cranbrook, British Columbia, to 
provide service for these growing communities. In addition, a combined branch of the Company and its 
subsidiary, Westlund Industrial Supply Ltd., was opened at Fort McMurray, Alberta, where activity sur- 
rounding the major development of the Athabasca oil sands is presently centred. During the year negotia- 
tions were completed for the purchase of all the outstanding shares of Quality Utilities Limited, an Ontario 
company engaged in the same general business as the Company with branches in Richmond Hill, Orillia, 
Lindsay, Collingwood and Oshawa. This purchase has now been completed and the areas served by the 
new subsidiary will supplement those presently served by the Company in Ontario. The existing manage- 
ment of Quality Utilities Limited will continue to be responsible for its operations. 


GENERAL 

During the period the complete computerization of all accounts payable, invoicing and inventory 
management, now centralised in Edmonton, proved to be an essential step in dealing. with the increased 
volume of business. Although shortages of materials and supplies caused some concern, the Company’s long 
association with most of its suppliers lessened the impact of what might have been a serious problem very 
considerably and the Company gratefully acknowledges the co-operation and assistance it received from its 
suppliers during a difficult period. 


OUTLOOK 


The year 1973 was one of strength in the Canadian economy generally and although it is clear that 
in 1974 the economy faces major uncertainties, on the basis of the first quarter results the Company antici- 
pates a further increase in sales and earnings as activity in the construction and industrial sectors continues 
to increase. 


EMPLOYEES 


The Directors and Officers would like to take this opportunity to express their appreciation to all 
employees for their help in making the past year a very successful one for the Company. 


On behalf of the Board of Directors. 


Chairman President 


Western Supplies Limited and Subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS 
Year Ended January 31, 1974 


(with comparative figures for 1973) 


SEES GLE SG SY ele ae 2 AOR ee a ee ee eae 


Operating profit before depreciation and amortization 0.000000. 
eeoreciationrand amortization (note 1) oo ccc. 60 oi essdviescasdoveucaeetecsn oe ame 


OPerALNee PLONE sc Caer vaey en eee he cha em 
Other income: 


Bie AIMCO CIC Es eee ate SE nao itis hala cach Vt eee al nae TO 
Bera MOT ESTE, OLSEIKECI ASSETS nc ck cob, eset a dcthn seer eat iets xt vid pence Rie 


Other charges: 
Prctest.@n: lOBg-term debe... 4465.32 uae eee TERR renee ee 


Net earnings before income taxes 
and -eExtraOrdinary allem ot. uc fore ene 
TLE ERIE DE Aa i dla al ae ee ee ee fete ee nr tee PL Da ce ree ee 


Net earnings before extraordinary item .......00.0000....0........ 
Extratordinary item — gain on sale of properties 20.0000.0.00.00ccccccec tte 
Be OCECEECU ICOUICERAXCS Ogres leptin Arce. come aes wh Gee nen 


Neme arin SS >i. yar) eke 2 eas eee i ne i eee 
Earnings per outstanding Class A and B share: 


Met eamings belore extraordimary tem oy cgqe oe eee aye 


PRAT AOECUIRATY-ACO TIME. Set ct ee Ran Yl oh avd ee a het Sint as) 


INGUEAIIINGS PEE SUAlG, oc ancnt ne eee ee an 


1974 


$44,712,720 


3,741,572 
134,478 


3,607,094 


25,322 
19,528 


44,850 
3,651,944 


65,121 


3,586,823 
1,838,192 


1,748,631 


6.47 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year Ended January 31, 1974 


(with comparative figures for 1973) 


Baonce at Deginming OLLVEAr so ..5.-.c0 hk age ak a ME ree he 


Add: 


INGUCC ATI ES oe et seh a Me cechy cg Bisa ug cat Rae Pace Re Pgs aR a 
Transfer of contributed surplus on liquidation of subsidiary company ........ 


Deduct: 


TEVAGEN CSO CIASS TA. SHALES i os etn eee ea oo a eae 
ND eTIdS Ol CLASS 1s SHATOS nc kocsis ee eee A Gc ee en ced 
Po eetaX AIG Ol UNC stEMOUteG MICOMMC 8 oi ercte cere reaped gees pao rnseae es" 


AIRE PERCE Ve atg ec rte dee aden Sica ee ccs iments me aaron 


See accompanying notes to consolidated financial statements. 


1974 


$ 5,297,179 


1,748,631 
27,340 


7,073,150 


285,000 


1973 


32,908,138 


1,332,296 
120,436 


1,211,860 


27,243 


27,243 
1,239,103 


68,738 


1,170,365 
572,505 


597,860 


238,616 
(30,000) 


208,616 
806,476 


2.22 
is 


2.99 


1973 
4,693,203 


806,476 


5,499,679 


90,000 
112,500 


202,500 
_ 5,207,179 


WESTERN SUPPLIES LIM 
Consolidated Balance § 


(with comparatiy’ 


ASSETS 1974 1973 
CURRENT ASSETS: 
GK: 5 ene ROR care entertainer ar, nbc Ries tists ey Ck GM hs ok $ — 238,303 
Accounts receivable, less allowance for doubtful accounts |.........00..00..00........ 8,299,106 5,114,325 
Inventories of merchandise, at the lower of cost 
or.estimated realizable vaiiew... eee le 8,305,969 5,929,475 
Prepaid Expenses eis ee ee ee 13513 19,031 
Totakeurrentassetsoe 2. ee 16,618,588 11,301,134 
CASH SURRENDER VALUE OF LIFE INSURANCE ....000.00ccee. 42,090 39,626 
8% AGREEMENT FOR SALE RECEIVABLE, 
less:amount duewithin® one year g.2s.4 ee eee 179,835 187,450 
PROPERTY, PLANT AND EQUIPMENT, at cost less 
depreciation and amortization: 
Buildings: 00.82% cman 14 leo cet eenetich canter eee meee ee een ee 1,217,832 1,192,053 
Furniture, fixtures and other equipment... 4.7.24. ee 526,044 508,014 
AUitORN OLIVE « sei55icaccekts Uvnitiants AER eaee eee ee 207,935 170,223 
QUEER ous qe ie Ine Seek aay pl te aoe 118,356 97,035 
2,070,167 1,967,325 
Less accumulated depreciation and amortization ....000.00.0000000.0.0.0000.. 1,201,975 1,112,842 
868,192 854,483 
Building ~inder constrictions...22.... ee ee — 76,868 
Beart. 45:¢ 22 ee ee 289,278 307,056 
Net property; plant-and equipments) er ee 1,157,470 1,238,407 
UNAMORTIZED DEBT DISCOUNT AND EXPENSE 0000000000000. 17,559 19,458 
GOODWILL, at cost less accumulated amortization (note 1) 00.0... 396,000 418,000 
On behalf of the Board: 
inves Director 
Lee Director 
$18,411,542 13,204,075 


See accompanying notes to consolidated financial statements. 


D AND SUBSIDIARIES 
aL, January ole lO74 


ures for 1973) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Due to bank, secured (note 2): 
Outstandingecheques less cash in bank ..).:..0haneeeumee baw eee 
i NiGSRERS EE AE) STE De ieleatt Oae <oeen Oa  ere e ceer e 1 RC 


Perc outs payablerancsaccrtuals ie be Wc Be ee ee 
Current maturities on long-term idebt (note 3) ....0..000..00 ln 
BPP AGECTVCLS« AVAL MPR ey SNR ee ia hin ica and oa ncnchlonstoawelcpscudey AOR ee 
IMEC BUCURS UTA VALS totale tae aioe Asc lands quan onside an ane 


POcalMmeurren ts la TES css. eo oieeca ens sacle ohn te mes aes 


LONG-TERM DEBT less current maturities (note 3) 0.000.000.0000 
eae TINCOME PE AXES 7 oe. hac. soeschen desis Supe dosent th Fs granada oboe son de 


SHAREHOLDERS’ EQUITY (note 3): 


Capital stock (note 4): 
Authorized: 
120,000 Class A shares without nominal or par value 
and 340,000 Class B shares without nominal or 
par value, issuable for a maximum considera- 


tion of $1,200,000 


Issued: 
120 00G sGlasstA shares HEUaiO on... Aca emer ee ena ea 
J 50.O00nG lass 2B Shares yagecicaeaeeut or eee tas ire ne 


Gombributedesurp lu Seg. wets eaten interests neqeee oe ane ce Cee erO RN cet Oa 
PRETAIN CCT GATTI OS ery tat ee cv A Vote aa te oor a ent ae A 


otal shareholders: equity... a an cee ee 


1974 


$ 471,158 
3,403,000 
3,874,158 
5,111,664 

161,147 
168,750 
1,208,188 


10,523,907 
743,823 


30,000 


69,536 
256,126 


325,662 


6,788,150 


7,113,812 


$18,411,542 


1973 


3,656,000 


3,656,000 


2,684,203 
71,700 
157,500 
49,165 


6,618,568 


905,326 


30,000 


69,536 
256,126 


325,662 


27,340 
5,297,179 


5,650,181 


13,204,075 


Western Supplies Limited and Subsidiaries 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year Ended January 31, 1974 
(with comparative figures for 1973) 


Funds provided: 
From operations: 
Net: earnings: ic.a.ctacce ore ee er ee eee 
Add net charges not requiring cash expenditure, 
principally depreciation and amortization 0. 
Deduct net-gain onsale of property ee ee 


Funds provided from-operations 3.......224..4002.09.0% 
Long-term notes and‘agreements payable 02... 
Proceeds fromidisposalcof fixed assets ye ee eee ee 
Glass "B shares ‘issued ss6.c/t 0) cnet ee ee ee, eee 
Mortgage: assumed 232.28 Ste Or yea eee 
Reduction in agreement for sale receivable .......0.00000.0...00 cect 


Total: funds provided 5-2 ae 
Funds used: 

Purchase ‘of fixed"assets te. |, ee ee ee ee 
Reduction*oftlong-term debt. te ae ee 
Dividends on Class:Avand Class B:shares: 2. 
Increase in agreement forsale receivables 22) 
Purchase. of: goodwill x20. 5.1454; ice cae ee ee ee 
Tax paid on: undistributed ‘incomes... 4 eee 
Od i\.) Sa nreN en nen nMnCRM emer h hace Myre Mio (Uae es ee 


Total:funds «used... 4.5 eee 


Increase an “working scapitalt,..4 a es 
Working capital at. beginning otyean... 2 ee ee 


Working‘ capital atcend: of syeard pe. ee ee 


See accompanying notes to consolidated financial statements. 


1974 


$ 1,748,631 


113,372 


1,862,003 


142,910 


7,615 


2,012,528 


151,445 
161,503 
270,000 


15,000 
2,465 


600,413 


1,412,115 


4,682,566 


$ 6,094,681 


1973 


806,476 


119,713 
(208,616) 


717,573 
300,000 
451,507 
175,000 
45,393 
562 


1,690,035 


312,466 
158,546 
202,500 
188,012 
360,729 


1,222,253 


467,782 
4,214,784 


4,682,566 


Western Supplies Limited and Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
January 31, 1974 


1. The statements consolidate the accounts of all subsidiary companies. The company is following the policy 
of amortizing all goodwill arising on acquisitions over a period of twenty years and accordingly, an amount 
of $22,000 has been written off during the current year and is included in depreciation and amortization 
expense. 


2. Due to bank: 
The amount due to bank is secured by general assignments of accounts receivable and assignment of fire 
insurance on stock and fixtures. 


3. Long-term debt: 
Long-term debt at January 31, 1974 consists of: 


Total Current 
Amount Maturities 
642% secured debentures, Series B, due May 1, 1983 0000.00 ooccccceeeeeeeeee $550,000 55,000 
8% note payable, annual payments of $60,000 due 1974 to 1977 0... 240,000 60,000 
Pe eCrme rsa C Gl OAV CS DAVADIG ge. soak 12 cau tee aie oe ca eon tases oa 114,970 46,147 
904,970 161,147 
Be CCR CIILECIIL TIATUIFILLCS io 6 yee Nos J. ey a a ee ose eg ROR ed oes eee Re: 161,147 
$743,823 


Sinking fund payments required under terms of the debentures outstanding are $55,000 in each of the 
calendar years 1974 to 1982. 


The trust deed securing the debentures imposes certain restrictions on the payment of dividends and upon 
the redemption or reduction of the capital of the company. 


4. Capital stock: 

The Class A shares are entitled to fixed, cumulative, preferential dividends at the rate of $.75 per share per 
annum; after like non-cumulative dividend on Class B shares is paid, are participating; are non-voting 
(except that the holders are entitled to elect two directors so long as not less than 20,000 Class A shares 
are outstanding) unless the company is in arrears in the aggregate of four semi-annual dividends; and 
are convertible at the option of the holder, at any time, into Class B shares without nominal or par value, 
at the rate of one (1) Class B share for each Class A share and the provisions attached to the Class A shares 
provide for an appropriate adjustment in the conversion rate in the evént of subdivision or consolidation 
of the Class B shares. The company has reserved 120,000 of the authorized but unissued Class B shares 
for conversion of the Class A shares. 


5. Remuneration of directors and senior officers: 
Fees and other remuneration of directors and senior officers totalled $573,908 for the year ended January 
31, 1974. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Western Supplies Limited and subsidiaries as of 
January 31, 1974 and the consolidated statements of earnings, retained earnings and source and application of 
- funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the com- 
pany and subsidiaries at January 31, 1974 and the results of their operations and the source and application of 
their funds for the year then ended in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Ay, VIRAL i Co 
Edmonton, Alberta, Vaat, Ularnch, re : 


March 25, 1974. Chartered Accountants. 


Western Supplies Limited and Subsidiaries 


TEN YEAR SUMMARY 


(In Thousands of Dollars except net earnings per share) 


INCOME STATISTICS 1974 1973 1972 1971 1970 1969 1968 1967 1966 1965 
SaleS 22, eee eee as Post ae a eR eRe $ 44,713 32,908 24,324 22.153 23,064 23,150 22,995 29.582 “20,69 7seta an 
Earnings before income taxes .......... 3,587 1,170 911 126 690 485 669 760 804 586 
Income Taxes sic cae ee 1,838 573 456 69 350 2TT 325 373 367 . 320 
Net earnings (see note (1) ) .............. 1,749 806(1) 455 57 340 208 344 387 437 266 
Per sharéy..7..555. eee ee $ 6.47 2.99 75 22, 1.31 .80 1.32 1.48 1.68 1.02 
PerGlass. Be oshare a. ia 150 112 105 70 — 1050s sit 
BALANCE SHEET STATISTICS 1974 1973 1972 1971 1970 1969 1968 1967 1966 1965 
Currentiassets 129 Sale $ 16,619 11,301 9,005 8,489 9,021 8,615 8,004 8,282 8,759 7,701 
Carrent: liqbilities soe een 10,524 6619 4790 4461 4,803 4643 3976 4,367 4978 4,130 
Workingscapitalinees. ¢ ae ee ae 6,095 4682 4215 4028 4218 3972 4028 3915 3,781 3,571 
Ratio of current assets to 
current liabilities ................ : 1.6 Ny 1.9 1.9 1.9 1.9 2.0 1.9 1.8 19 
Fixedassets (net) cee cee 1,157 1,238 1,241 1,172 1,164 1,275 1,239 1,258 1,269 1,288 
Longsterintdebt? ht... 6 ee oe 744 905 718 712 793 913 963 1,024 1,094 1,194 
Total shareholders’ equity ................ 7,114 5,650 4,871 4611 4,714 4,464 4,451 4,302 4,095 3,804 


(1) Net Earnings for 1973 include extraordinary earnings of $209,000. 
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